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MEMORARDUM FOR : Deputy Mrector (Flans)
JUBJECT t Meeting on Cost Overrun incurred by

General Electric, Project CORORA

1. The undersigned attendsd e meeting in Philsdalphia on
2 = 3 ¥arch 1959, betwean Lockheed Missile Systeme Division and
its subcontractor, Genmeral Electric, for the e of discus-
sing and analyziag a reported cost overrun on
Project COROHA.

2. The subcontractor's sctusl and projected couta were
examined in detall and considerable discussion was held regard-
ing certain aspects of the Program. The resulting conclusions
of the undersigned represent why the overrun cecurred, the action
being implemented by the subcoantractor and the prime to prevent
further increasss and the approximate share of this overrun which
must be funded by the Project.

(s) Causes of the Overrun - It appeared that G.Z. had
more than its share of trial and error approsches to problems
vhich nesded toc be solved. Difficulties in developing rockets
and rocket propellants were encountered in several areas because
of the stringent limitations of weight and size imposed upon
their dessign. Bach development waz an advance in the "state of
the art” and there were a good many “busts”. The Ablation Shield
of the lioss Cone has created costly prodlems. In this particular
instance the shield must be a structural part of the cone and this
has never been done defore. A rejection rate of 2 to ) is being
encountered. Considerable changes have been made in the Bio-
Hedical portion of the Progras which hes resulted in increased
costa. And laat, but perbeps moat isportant, it is believed that
the subcontractor was overly optimistic ia its origioal cost
quotations and 4id not appreciate the 4ifficult problems involved.

(v) Action being taken to prevent further ceccurrences -
The subcontractor has established a Projeet Control System by:

(1) Bstablishing ceflings on materials and manpower
by operation.

(2) BEatablishing heads of individual operation {1.0.,
Vehicle, Recovery, Bio-Medical, GSE and Systems,
etc.) vho are direectly responsible to the Project
Director and the Genersl Manager.
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(3) ConMucting weekly mestings of the various
Eeads of Operations, Project Director and
Genersl Manager to review status of program
and take acticn where required to stay within
imposed ceilinze or reduce coats.

(b) Advise Prime Contractor (LIMD) immediately of
any problems vhich arise which may affect the
ecats or deliveries under the Program.

| {(e) The approximate share of the overrun to be absorbed
25X1. gg‘tt?m' The folloving is e recap of the total Program

The original quotations were prepared om the basis that Alr
ram(muwwmmmmwmu
peculiar to the Blo-Med Progrem, all Bio-Med costs, Mark I -
Rocket costs and Basic Oround Support Equipment. The Agency
(Black Program) would essume all prime equipment costs peculisr
wium,mmmmmu,mmmn
costs and Qround g ey Y
mtmmn,ww

is allocable to the Black Progrs
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Exhibits A sad B attached are subcontractors'! estimates and
breakdown by Progrem. However, LIMD bas not given an indica-
tion as to vhether or not they will expect a cost build up of
their C and A expenise before they presemt it to us for fundinag.
If this is regquested and approved the total overrun eoculd be

medmmm;'wmwwm
gueried on ~ he wished to diseuss 1t with
his managsment prier to commitiing himself. It is anticipated
that an ansver vill be received on 6 March when he viaits
Project Headguarters.

3: Oa the basis of the foregoing end detailed information
furnizhed to the undarsigned vhich may be reviewed by you if so
desired, it is the opinicn of the undersigned that both Con~
tractors are taking serious action to prevent & further overrun.
The subcoutractor stated unsquivocably that, in his opinion, the
present overrun would be the maximm and there was a possibility
of some yeduction in thelr estimste.

SlGkitd

~ COULYACT hegotiator

PD-DD/P1

Metribution:
Orig = Mr. Bissell
2 - Chief, R&D, DFD
3 -« Contracts, TFD
4 -« FPinsace, IPD
5 = Chroao, COR
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